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DOUGLAS LEASEHOLDS LIMITED 


TO OUR SHAREHOLDERS: 


We are pleased to submit the 1976 Annual Report of Douglas Leaseholds Limited. 


The Royal Trust Company acquired the majority of the outstanding shares of our 
parent, United Trust Company, now The Royal Trust Company (Ontario), in July 
1976. Subsequently, the Board of Douglas was restructured. 


Income from operations of $145,000, for 1976 was almost identical to that for the 
previous year. Certain properties, due to location, size and changing road patterns 
were disposed of in accordance with our long-range plans. There were fewer pro- 
perties in this category this year than in 1975 and, accordingly, our net gain on such 
sales was lower by some $48,000. Extraordinary income showed a decrease of 
$73,000 as the majority of the marketable securities were disposed of in 1975. For 
these reasons, the net income declined from $504,000 for 1975 to $383,000 for 
1976. 


In recognition of changes in marketing in the petroleum industry, certain stations 
which were leased to major oil companies became available to us for alternative 
leasing purposes. Your Company was successful in a suitable conversion program as 
a means of both diversifying the form of investment and increasing rental income. 
As a result, all buildings owned by your Company are fully leased and occupied. 


On behalf of the Board: 


President. 


DOUGLAS LEASEHOLDS LIMITED 
(Incorporated under the laws of Ontario) 


CONSOLIDATED BALANCE SHEET 
December 31, 1976 


(with comparative figures as at December 31, 1975) 


ASSETS 


Cash and short-term deposit........ 
Mortgages receivable 
Investment properties (note 3) 
Sundry assets and prepaid expenses 
Deferred financing costs 
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1976 


omer Ob7 
tpi eels 
13,006,869 
61,746 


166,720 
$14,669,605 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Bank indebtedness 


9%% demand loan due to The Royal Trust Company 


Bong —cehin dept iMNOte) 4) Rut nlc. sce Sansome ae 


Income taxes payable 


Total liabilities 


Shareholders’ equity: 
Capital stock — 
Authorized: 
1,500,000 common shares without par value 
Issued: 


POO ODORS ia I OStece e rek Boe Rees 2a Gain he 


Excess of appraised value of land over 
cost (note 3) 


RetaInecLeatililGs a piens cise acevo ace 6 Sa as eendeene 


Total shareholders’ equity 


On behalf of the Board: 


E. A. Wickens - Director 
L. A. Kaake - Director 


(See accompanying notes) 


we) a) 0) se We a) ee eye ie) e (6a .8 pe 8) is) 66 1p ie) 


Accounts payable and accrued charges ........... 
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9,092,392 


1,066,200 


2,661,568 
1,849,445 


BS PETE CANS 
$14,669,605 


$ 13;1159 


124,149 
pelle else. 


$13,507,501 
$ 199/167 
292,433 


6,998,580 
118,300 


Byocure ga 


1,066,200 


2,730,068 
1,402,022 


5,198,290 
$13,507,501 


DOUGLAS LEASEHOLDS LIMITED 


CONSOLIDATED STATEMENT OF INCOME 
for the year ended December 31, 1976 


(with comparative figures for 1975) 


Revenue: 


Refitals ss.2558 Seer ter ree er ee nn nr ee 


Expenses: 


Interest. on long-term debtwa seers ernment ren er 
Other interest,23 3. cis his cone eee a ace ee 
Administrative and operating expenses ............. 
Depreciation ss, 5 poste eee ee ee ener nee aarees 


Operating income before income taxes .............-. 
(INCOME. TAXCS x. rere terercciccks penne rie tee eee et ead eer melee 


Income trom. Operations. 121-24 ee ee ee eee 


Gain on sale of investment properties 
(net of income taxes 1976 — $85,098; 


1975:=.$277) 1 00)M note: 13 (h)s) Sennett n ne tenance 
Income before extraordinary items ..............0000- 


Extraordinary items: 
Gain on sale of marketable securities (net of 


income taxes 1976 — $2,065; 1975 — $2,216) 


Gain on redemption of first mortgage bonds 


Netincome 2. ee ee ae re ert eae eee 


Earnings per share: 


ODerations tree ee eae, er are entree tere cot we ea: 
Salo investment. pnOperties:. 6 sry emctre cy ts serene 


Before extraordinary tevis menmcnmmeate reenter cnersrer tare 
ExtraordinaryviltCmsS erates. sete ert ker he ce eee ors 
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(See accompanying notes) 


1976 


$1,368,853 
125,704 


1,243,149 


67,464 


1,310,613 


268,158 


123,326 


144,832 


232,396 


377,228 


Ono 


6,195 


$_ 383,423 


OLD 


$1,326,421 


119,894 


1,206,527 


46,845 


i250 3,302 


587,087 
70,431 
175,618 


119,542 
952,678 


300,694 


155,647 


145,047 


280,120 


425,167 


55,266 
24,060 


79,326 
$ 504,493 


DOUGLAS LEASEHOLDS LIMITED 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


for the year ended December 31, 1976 
(with comparative figures for 1975) 


1976 1975 

Balance, beginning of year 

ASCO  halbWare POLLO se ane iinet eee Nee, ee! Lita ee $1,632,022 $1,127,529 

Adjustment of deferred income taxes (note 2) .............. 230,000 230,000 

ASHES CALC Memrnert Rem tyr a attrs a. = NOY. #e och pag tao cle ora tate nieces 1,402,022 897,529 
NICU IRONS: so, ck Ac ns ica ee 383,423 504,493 
Realization of appraisal increment (net of 

ICOM TAXES.O fr O4) O00) mee eer ore tiles opera ey ane Poa ae 64,000 = 
BalancemencioieVedlmermmetn oa, os Sa he nee se Oe eae ee $1,849 445 $1,402,022 


(See accompanying notes) 


AUDITORS’ REPORT 


To the Shareholders of 
Douglas Leaseholds Limited: 


We have examined the consolidated balance sheet of Douglas Leaseholds Limited as at 
December 31, 1976 and the consolidated statements of income, retained earnings and changes in 
financial position for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position 
of the company as at December 31, 1976 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year, after giving retroactive effect 
to the change in accounting for the sale of investment properties as explained in note 1(f) to the 
financial statements. 

The comparative figures for the preceding year are based on financial statements examined 
by other Chartered Accountants. 


Toronto, Canada, 
January 17, 1977. Chartered Accountants 


La Lo hem, Vinci » Soo. 


DOUGLAS LEASEHOLDS LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended December 31, 1976 
(with comparative figures for 1975) 


Sources of cash: 
[Neome trom Operationsen 27. al carer eae eee ee ee 
Add charges not requiring an.Outlay. 0. es eee 
of cash — 
Depreciation‘and amortization som ens nate een 
Deferred: income taxes 28. Anes na, eee co eee ee 


Cash provided from operations 


Sale Of marketable securities 4a acc me ee eee eee 
Mortgage financing and:loan payab icine a. cae eee 
Salevofanvestment: PrOpertiesmre ec eee ee 
Principal repayments on mortgages receivable .............. 
Net change in other assets and liabilities ................... 


Applications of cash: 
Reduction of bank indebtedness 
Purchase ofimarketable Secuni ties a saeeenare eee enna ete eee 
Mortgages taken back on properties sold .................. 
Repayments.on long-termdebti =. ecearen aetna enrcree 
Investment properties acquired: arsmme a er tren ante ee 
Increase in deferred financing costs 


Ohta’ tie iG Gr ch ONO Deh ono to, Hat oh Ooo oh o 


Increase (decrease) in cash 


(See accompanying notes) 


1976 


$ 144,832 


1677 s14 
35,650 


$3,607,267 


$ 199,167 
252,500 
TOOT RIOS 
247 ,309 
1,607,384 


3,313,469 


2937196 


$3,607,267 


1975 


$ 145,047 


133,804 
61,147 


Sete) S}S}5: 


1,288,670 
90,000 
280,120 


157,042 
$2,155,830 


$1,085,357 


2,200 


(109,284) 


$2,155,830 


DOUGLAS LEASEHOLDS LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1976 


v 


Significant accounting policies 


(a) 


(b) 


(c) 


(e) 


(f) 


Consolidation — 


These financial statements include the accounts of Douglas Leaseholds Limited and its 
wholly-owned subsidiaries, Juniper Investments Limited and Red Wing Petroleum Pro- 
ducts Limited. 


Investment properties and depreciation — 


Investment properties are initially recorded at cost. The excess of appraised value over 
cost of land has been recorded in the accounts (see note 3). 

Depreciation is provided on buildings using the sinking fund method under which an in- 
creasing amount consisting of a fixed annual sum, together with interest computed at the 
rate of 5% per annum, is charged to income so as to fully depreciate the buildings over 
their estimated useful lives, not to exceed thirty-five years. Equipment is depreciated on 
a straight-line basis over nine years. 


Deferred financing costs — 


Deferred financing costs are initially recorded at cost. Mortgage financing costs and leasing 
commissions are amortized on a straight-line basis over the terms of the respective mort- 
gages and leases. 


Deferred income taxes — 


The company follows the deferral method of income tax allocation. 
Deferred income taxes arise primarily as a result of claiming capital allowance for income 
tax purposes in excess of the amounts charged for depreciation in the accounts. 


Revenue recognition — 


Revenue from the rental of properties is recognized as the rent is due. Rental payments 
received in advance are included in deferred revenue on the balance sheet. 


Sale of investment properties — 


Gains and losses on sale of investment properties are recognized in income after consider- 
ing such factors as date of legal closing, payment arrangements and option or leaseback 
provisions. In the current year, the company re-examined its presentation of gains and 
losses On disposals of properties. Since dispositions of properties occur from time to time, 
gains and losses resulting from such dispositions have been included in income before ex- 
traordinary items. The 1975 figures have been restated to reflect this change. 


Deferred income taxes 


Prior to 1972 deferred income taxes were provided at the lower rate of tax in effect at that 
time. Deferred income taxes should have been determined at the effective marginal rates of 
tax for those years. Accordingly, deferred income taxes have been increased retroactively to 
reflect the $230,000 adjustment required and retained earnings have been reduced by the same 
amount. 


Investment properties 


1976 1975 

Aan durat: COS thee ck Oe a ets en Waris he patie cn ee $ 1,422,180 $ 1,422,180 
ands at appraised Valle naemrcmete es nota ot sg. ii stals austen, 5,640,559 6,710,059 
Buildings andtequipiment, at COSt sas 2. er eey nee 69137750 6,659,741 
13,976,489 13,857,980 

Lass accumulated UeDreciationm © aaa augur eae 969,620 835,714 


$13,006,869 $13,022,266 


Land was appraised in 1968 by the Canada Permanent Trust Company and the appraised values 
were recorded in the accounts. The original excess of appraised value over cost has been re- 
duced from $1,687,849 to $1,590,002 as a result of the realization of the appraisal increment 
through the sale of properties. 


Certain land holdings were appraised in 1975 by Chaffe, Mackenzie & Ray Limited. The excess 
of appraised value of these properties recorded in the accounts over the greater of cost or their 
1968 appraised value has been reduced from $1,128,781 to $1,071,566 as a result of the realiz- 
ation of the appraisal increment through the sale of properties. 

Long-term debt 


(a) First mortgage bonds payable — 


1976 1975 
(i) Sinking fund bonds: 
6a due Marehalse (OCG. i ene n eee re ae $ 274,000 $ 274,000 
64% due November, 1988" ....45 55 eee 217,000 217,000 
62% due JanuarVel5a1 9624.2 ee ee 863,000 863,000 
(ii) Serial bonds: 
6%% due November 1, 1977 to 1985 .......... 238,000 263,000 
64% dueJanuary: 1.1977 10 19C05see eee: 128 000 139,000 
TP Ole SWING 1, USA Wo) WSIS. boc co oa eeenne 128,000 138,000 
$1,848,000 _ 1,894,000 


(b) Mortgages payable — 
First mortgage bearing interest at 
rates varying from 6% to 11% and 
maturing in various years from 1977 
LO: LOGAN Aen ee nee ete ee ae ee na 5,669,971 4,953,556 


Second mortgage 8% maturing March 14,1989 ...... 144,300 151,024 
5,814,271 5,104,580 
otal lome@czteriny cew tp wees e r e $7,662,271 $6,998,580 


Long-term debt is secured by specific charges on the company’s investment properties. The 
aggregate amounts of principal payments for the next five years are as follows: 


TS dee = $ 389,000 
1978 — 1,925,000 
EWA — 605,000 
1980 — 504,000 
1981 _ 437,000 


Commitments 


The company is committed as a tenant under various leases to annual rentals of approximately 
$280,000. All the leased properties have been sub-leased for periods that approximately coin- 
cide with the terms of the leases. The company is committed to exercise options on certain 
leased properties in 1977 for a total of approximately $400,000. 


Remuneration of directors and senior officers 


The aggregate direct remuneration paid or payable to directors and senior officers amounted to 
$40,000 in the year. 


Anti-Inflation Program 


Under the federal government's Anti-Inflation Program (presently scheduled to be in force 
until December 31, 1978), the company is subject to mandatory compliance with legislation 
which controls profit margins, employee compensation and shareholder dividends. Manage- 
ment is of the opinion that the company is in compliance with the requirements of the Anti- 
Inflation legislation. 


Comparative figures 


Certain of the 1975 figures have been reclassified to correspond with presentation adopted in 
1976. 
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DOUGLAS LEASEHOLDS LIMITED | 
CONSCLIDATED STATEMENT OF CHANGES Th il N 
IN FINANCIAL POSITION 
FOR THE SIX MONTHS ENDED JUNE 30, 1978 


(with comparative figures for 1977) 
(UNAUDITED) 


1978 1977 


LIMITED 
Sources of cash: 
Income from operations. $102,751 $ 95,445 
Add charges not requir- 
ing an outlay of cash — 
Depreciation and amorti- 
ZATIO RMR Sere: Rineay ets 65,277 82,650 
Deferred income taxes. . 38,285 27 04 
Cash provided from 
Opehatlonsises |. eee $206,313 $205,206 
Increase in mortgage 
financing & loans 
pavablen.\.cishaleets 587,000 & 
Sale of investment 
PGOPENLVA teas bara re 283,858 58,080 
Principal repayments on 
mortgages receivable 95,680 18,968 
Sale of short term deposit 200,000 
$1,172,851 $482,254 
Applications of cash: 
Repayment of demand 
JOAN bys ore bas ee rae eee $600,000 $100,000 
Repayment on long 
tenmvdebitvr. crete ie 475,379 278,821 
Investment properties 
ACOUINEC Anaaie: eumehae TOTO 
Net change in other assets 
Gulia iliGiespemeaaeienees 174,671 127,201 
$1,250,050 $583,692 Interim Report 
Decrease incash......... 77,199 101,438 
$1,172,851 _ $482,254 FOR THE SIX MONTHS ENDED 


Cash flow per share pro- 


vided from operations . . $.26 $.26 JUNE 30th, 1978 


) 


DOUGLAS LEASEHOLDS LIMITED Goo 


a” 
TO THE SHAREHOLDERS 


We are pleased to submit our unaudited interim 
report on operations for the six-month period 
ended June 30th, 1978. 


Net income for the first half of 1978 was 
$216,572 or 27¢ per share compared with 
$101,525 or 13¢ per share for the correspond- 
ing period of 1977. Gain on sale of investment 
properties, net of income taxes, was $113,821 
compared to a gain of $6,080 in 1977; the 
gain in 1978 was generated by the disposal of 
two properties. Net income from operations 
for the first half of 1978 was $102,751 com- 
pared to $95,445 for the first half of 1977. 


On June 22, 1978 Royal Trust Corporation of 
Canada, which owns approximately 622,000 
shares (79%) of Douglas Leaseholds Limited 
(‘‘Douglas’’), agreed with Chalet Oil Limited 
to tender all of its shares in Douglas at an 
expected price of $5.34 per share. The tender 
offer will be: 


1. made by a wholly-owned subsidiary of 
Chalet Oil Limited to all shareholders of 
Douglas resident in Canada, 

2. conditional upon the shareholders of 
Douglas, including Royal Trust Corpora- 
tion of Canada, tendering at least 90% of 
the shares of Douglas, and 

3. made on or before August 15, 1978. 


On behalf of the Board: 


Chae 


President 


ean 


er 
ao 


dl 


DOUGLAS LEASEHOLDS LIMITED 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE SIX MONTHS ENDED JUNE 30, 1978 
(with comparative figures for 1977) 


(UNAUDITED) 
1978 1977 
Revenue: 
Rentals ace eee ee $708,157 $720,996 
Less rent paid on # 
leased sites......... 103,911 117,633 
$604,246 $603,363 
@therincomentaee naoues 73,021 66,185 
$677,267 $669,548 
Expenses: 
Interest on long term 
debt) (onda peo $302,693 $287,756 
Other interest ........ 8 1,225 
Administrative and 
operating expenses .. 117,049 123,243 
Depreciation. 454502 59,920 73/776 
$479,670 $486,000 
Operating income before 
income taxes =: seas $197,597 $183,548 
Income: taxes’ eats a tee 94,846 88,103 , 


Income from operations... $102,751 v $ 95,445 


Gain on sale of investment 
properties (net of income 
taxes 1978-$35,944. and 


1917 7-Sil S20 ease eee 113,821 6,080 
Netiincome sa see eee $216,572 $101,525 
Earnings per share: A - 

Operations! apiece cree $.13 $.12 

Sale of investment 

properties, 7.02 toe 14 .01 
Net income Son: ian aie $.27 $.13 


